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Appendix A60 

Phrases from the Second Half of the Course 

Below is a list of phrases covering material beginning with section 110. The 
phrases should be familiar to you. If some are not, be sure you know their meanings. 
You will be expected to know what they mean on the final exam. 


absolute purchasing power parity 
appreciation 
arbitrage 

balance of trade (merchandise trade balance) [NEVER to be confused with "terms of 
trade" ! ! ] 

beggar thy neighbor policy 

Bfetton Woods conference 

capital inflow 

capital outflow 

central bank 

crawling peg 

credit (+) 

currency board 

current account 

debit (-) 

depreciation 

devaluation 

dirty float 

elasticity (of demand or supply curve) 
euro (euro-zone - EMU) 

European Currency Unit (ECU) 

European Monetary Union (EMU) [formerly European Monetary System] (euro-zone) 

exchange rate stability (elasticity condition for stability) 

export (balance of payments account treatment) 

exporting inflation 

fixed exchange rate system 

fix-price model 

floating exchange rate system 

foreign trade multiplier 

forward exchange rate 

fundamental disequilibrium 

gold export point 

gold import point 

gold standard 

gold tranche 

hedging 

import (balance of payments account treatment) 
interest equalization tax 
International Monetary Fund (IMF) 

International Bank for Reconstruction and Development (World Bank) 

J curve 

long position on a currency 
managed float 

marginal propensity to consume 
marginal propensity to import 
marginal propensity to save 
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Marshall-Lerner conditions 
official reserves 
par value 

price-specie-flow mechanism 
purchasing power parity 
quota in the IMF 

relative purchasing power parity 

reserve position In the IMF 

revaluation 

rules of the game 

short position on a currency 

Smithsonian Agreement 

Special Drawing Rights (SDRS) 

speculation 

spot exchange rate 

statistical discrepancy 

sterilizing a gold (or reserve) inflow 

terms-of-trade effect of exchange rate change 

$35/oz. price of gold 

Tinbergen' s law 

trade balance (merchandise trade balance) 

two-tier gold system 

uni 1 areral current transfers 

Voluntary Credit Restraint Program 

World Bank (International Bank for Reconstruction 


and Development) 



